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. A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Officis! Use Only

OPTION OPPORTUNITIES COMPANY : FIRM 1D NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS:
{Do not use P.O. Box No.}

225 W, WASHINGTON ST., 3RD FLOOR

(Ng. ang Street)

CHICAGO N ILLINOIS

(City) (State)

(Zic Chney

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
DAVID DURY .;? : (312) 849~3500

(Ares Code =« Telephone No.)

B. Accdbnnﬁisqfiumncmow

INDEPENDENT PUBLIC ACCOUNTANT whose opinion’is contained in this Report®
/Name - - if individual, state last, first, middle name)

WEISS & COMPANY LLP

ONE NORTHFIELD PLAZA - SUITE 400 NORTHFIELD il 60093
(ADORESS) Number and Strest - City State Zio Coae
CHECK ONE:

Certified Public Accountant
[ Pubtlic Accountant

[ Accountant not resident in United States or any of its possessions. PRGCESSED

AR 00—

TROWSO
P FINANCIAL

FOR OFFICIAL USE ONLY

* (Claims for exemption from the requirement that the annual report be covered by the opinion of an
independent public sccountant must be supported by a statement of facts and circumatonces relied
on as the basis for the exemption. :

See aertion 240.17a-5(e)(2).
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OATH OR AFFIRMATION

I, DAVID DURY , swear (or affirm) that, to the best of my
knowledge and belief the sccompanying financial statement and supporting schedules pertaining

to the firm of __OPTION QOPPORTUNITIES CO. ,esof__ DECEMBER 31

sre true and correct.

solely as that of s customer, except as follows:

I further swear (or affirm) that neither the compeny nor sny pertner,
propristor, principal officer or director has any propristary interest in sny sccount classified

DN \/{

Signature/

PP POV Py

“OFFICIAL SEAL”
Kelly L. Fontaine

Nétary Public, State of Dlinois
My Commission Expires March 24,2003

This report ** contains (check all applicable boxes):

0 O OB0 BEEHA

0oo0g o

(a) Facing page

{b} Statement of Financial Condition

(c}] Statement of income (loss)

(d) Statement of Changes in Financial Condition

(e} Statement of Changes in Stockholders’ Equity or Partners’ or

Sole Proprietor's Capital.

{f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{9) Computation of Net Capital

{h} Computstion for Determination of Reserve Requirements Pursuant

. to Rule 15¢3-3.

(i) informstion Relating to the Possession or Control Requirements
Under Rule 15¢3-3.

(i) A Reconcilistion, including appropriate expianation, of the
Computation of Net Capital Under Ruls 15¢3-1 and the
Computation for Determination of the Reserve Requirements
Under Exhibit A of Rule 15¢3-3.

(k) A Reconcilistion between the audited snd unaudited Statements
of Financial Condition with respect to methods of consolidation.

{l) An Oath or Affirmation

{m) A copy of the SIPC Supplemental Report

(n) A report describing any material insdequacies found to exist or
found to have existed since the date of the previous sudit.

#* For conditions of confidential treatment of certain portions of this filing,
see section 240.17a-5(eX3).
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REPORT OF INDEPENDENT AUDITORS

The Stockholder
Option Opportunities Company

We have audited the accompanying statement of financial condition of Option Opportunities Company
(an Illinois "S" Corporation) as of December 31, 2001, and the related statements of income, changes in
stockholder’s equity and cash flows, for the year then ended. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Option Opportunities Company as of December 31, 2001, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying additional information on page 8 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission. Such additional information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.

%45'4 ¢ &M;@w? LLF
WEISS & COMPANY LLP

Northfield, Illinois

February 14, 2002
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Current assets:

Cash

Securities owned

OPTION OPPORTUNITIES COMPANY
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

ASSETS

Marketable, at market value

Prepaid expenses

Total current assets

Other assets:

Membership in exchanges, at cost

Other assets

Total other assets

Total assets

Current liabilities:

LIABILITIES AND STOCKHOLDER’S EQUITY

Securities sold but not yet purchased, at

market value
Payable to broker
Accounts payable
State income tax payable

Total current liabilities

Stockholder’s equity:

Common stock, no par value; 1,000 shares
authorized, 100 shares issued and outstanding

Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

The accompanying notes are an integral part of these financial statements.
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$ 55,850

30,144,585

15.016

30.215.451

40,000

25.000

65.000

$ 30,280,451

$ 14,029,768
3,474,004
225,824

22.500

17,752,096

85,000
12,443,355

12,528.355

$ 30,280,451




OPTION OPPORTUNITIES COMPANY
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2001

Revenues:
~ Investment gains
Interest and dividend income

Total revenues

‘Expenses:
Officer compensation
Employee compensation
Payroll taxes
Profit sharing expense
Consulting services
Brokerage fees
Interest expense
Other operating expense

Total expenses
Net income before state income tax
Provision for state income tax

Net income

The accompanying notes are an integral part of these financial statements.
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$ 4,600,822
4.,778.100

9.378.922

565,000
689,848
35,688
105,000
1,193,465
936,248
3,336,654
532231

7.394.134
1,984,788

22,500

$ 1,962,288




OPTION OPPORTUNITIES COMPANY
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2001

Common Retained
Stock Earnings Total
Balance, December 31, 2000 $ 85,000 $10,481,067 $ 10,566,067
Net income for the year - 1,962,288 1.962.288
Balance, December 31, 2001 $ 85,000 $ 12,443,355 $ 12,528,355

The accompanying notes are an integral part of these financial statements.
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OPTION OPPORTUNITIES COMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities:

Net income $ 1,962,288
Adjustments to reconcile net income to net
cash used in operating activities:
Decrease in securities owned 65,236,028

Increase in prepaid expenses (15,016)

Decrease in securities sold but not yet purchased (62,173,564)

Increase in accounts payable 225,824

Decrease in income tax payable (15,876)

Decrease in payable to broker (5.164.358)
Cash flows provided by operating activities 55,326
Cash flows from investing activities:

Increase in other assets (15.000)
Increase in cash 40,326
Cash - beginning of year 15.524
Cash - end of year $ 55,850
Supplemental disclosure of cash flow information:

Interest paid $ 3,336,654
State income tax paid $ 38376

The accompanying notes are an integral part of these financial statements.
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OPTION OPPORTUNITIES COMPANY
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

Note 1 - Significant Accounting Policies

Options Opportunities Company (an Illinois "S" Corporation) is a broker-dealer registered with
the Securities and Exchange Commission and is a member of the Chicago Stock Exchange. The
Company trades securities for its own account.

Marketable Securities
Marketable securities are valued at market value and securities not readily marketable are valued

at fair value as determined by the stockholder. The resulting difference between cost and
market (or fair value) is included in income.

Income Taxes
The Company, with the consent of its stockholder, has elected under the Internal Revenue Code

to be treated as an S Corporation for federal income tax reporting purposes. In lieu of
corporation federal income taxes, the stockholders of an S Corporation are taxed on their
proportionate share of the Company’s taxable income. Therefore, no provision or liability for
federal income taxes has been included in the financial statements. The Company is liable for
state replacement income tax.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
periods. Actual results could differ from those estimates.

Concentration from Credit Risk
The Company maintains several bank accounts. At times the balances in these accounts exceed

insured limits.

Note 2 - Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule,
which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2001,
the Company had net capital of $9,871,660 and required net capital of $100,000. The
Company’s net capital ratio was .03 to 1.

-6-




OPTION OPPORTUNITIES COMPANY

NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

DECEMBER 31, 2001

Note 3 - Securities Owned and Sold But Not Yet Purchased

Marketable securities owned and sold but not yet purchased consist of trading and investment
securities at quoted market values, as follows below:

Sold But
Not Yet
Owned Purchased
Corporate stocks $ 28,941,985 $ 13,879,768
Options 1,202,600 150,000

$ 30,144,585 $ 14,029,768

Note 4 - Employees’ Profit Sharing Plan

The Company sponsors a profit sharing plan for the benefit of all eligible employees. The
contributions to the plan are made at the discretion of the Board of Directors. The Company’s
contribution for 2001 was $105,000.

Note 5 - Other Assets

The Company has a Joint Back Office (JBO) Clearing Agreement with Bear Sterns Securities.
The Agreement allows JBO participants to receive favorable margin treatment as compared to
the full customer margin requirements of Regulation T.

Note 6 - Commitments

The Company leases office space on a month to month basis. Rent expense was $39,934 for
year 2001.




PartilA

Options Opportunities

BROKER OR DEALER:

. COMPUTATION OF NET CAPITAL

Total ownership equity from Slatement of Financial Condition
Deduct ownership equity not allowable for net capital

Total ownership equity qualified for Net capital

Add:

A. Liabilities subordinated to claims of general creditors allowable in computation in net capital

B. Other (deductions) or allowable credits (List)
Total capital and allowable subordinated liabilities

Deductions and/or charges:
A. Totalnon-aflowable assets from Statement of Financial Condition

{Notes B and C)
B. Secured demand note deficiency

.C. Commodity future s contracts and spot commodities
proprietary capital charges
D. Other deductions and/or charges
Dther additions and/or allowable credits (List)
Net Capital before haircuts on securities positions
@:ircuts on securities: (computed, where applicable,
sursuant to 15¢3-1 (f)):
A Contractual securities commitments
B. Subordinated securities borrowings
C. Trading and investment se curities:
1. Exempted securities
® 2. Debt securities
3. Options
4. Other securities
D. Undue concentration
E. Other (list)
Net Capital
o

as of: December 31, 2001

$ 12,528,355
0 |3490]
12,528,355 |3500]
0
0 |3525
$ 12,528,355 |3530]
$ 80,016 |3540
0 [3590]
o [3600]
2 |as10) (80.016) [3620]
0 |3630]
$ 12,448,333 |3640|
o [3660]
0 |3670]
o [3735]
0 [3733]
0 ]3730]
2,543,886 |3734]
32,793 {3650]
0 |3738| (2.576.,679)
$ 9,871,660 |3750]
~ 8 -
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Independent Auditors' Supplementary
Report on Internal Control Structure

The Stockholder
Option Opportunities Company

In planning and performing our audit of the financial statements and supplemental schedule of Option
Opportunities Company (the Company), for the year ended December 31, 2001, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide

assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

MEMAERS
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS - ILLINOIS CPA SOCIETY
AICPA DIVISION OF CPA FIRMS - PRIVATE COMPANY PRACTICE SECTION




Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2001, to meet the SEC’s objectives.

This report is intended solely for the information and use of the stockholder, management, the SEC, the
National Association of Securities Dealers, and other regulatory agencies that rely on rule 17a-5(g) under

the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

%ﬂ@ ¥ ﬁ?wm% LLF
WEISS & COMPANY LLP

Northfield, Illinois
February 14, 2002
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